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Directors’ Review

The Board of Directors of Sindh Modaraba Management Limited, a Management Company of Sindh Modaraba,
are pleased to present the un-audited Financial Statements of Sindh Modaraba for the nine months period
ending on March 31, 2021.

Operating Results

During the period under review, Sindh Modaraba earned a profit of Rs. 59.70 million as compared to Rs. 97.18
million earned during the corresponding period ending on March 31, 2020. As stated in our earlier reports,
main reason for decline in the profitability of Sindh Modaraba is 625 bps reduction in the Policy Rate by SBP;
the decline in Policy Rate not only effected return on financing portfolio but it also led to decline in income from
our investments with banks. Another important reason contributing to decline in earnings is more stringent
Modaraba regulatory regime recently announced by SECP. SECP in March 2021 has issued the Modaraba
Regulations 2021, which are more stringent with respect to the classification of non-performing financing. In
order to be compliant with the fresh modaraba regulations, Sindh Modaraba had to suspend unrealized income
for some of its customers and also had to make additional provisions against some NPLs.

Future Prospects

Economic outlook for the country remains upbeat as various economic indicators are showing signs of recovery.
There has been significant increase in tax revenue, remittance, Foreign Exchange reserve, and twin deficit
has outperformed the targets. Another positive factor contributing to optimistic sentiment is recent successful
launch of Eurobonds issuance, which bodes well for PKR/USD parity as well future foreign investment flows
into the country. However, despite of substantial improvements in various key economic indicators, the rising
inflation across the country has become cause of concern for economic decision makers.  Further more,
uncertainty seems to be on rise due to a considerable increase in the COVID cases affected by the third wave
of the pandemic. Besides, economic uncertainty posed by inflation and COVID-19 third wave, another negative
for the Modaraba sector is government’s decision to withdraw the tax exemptions available to the Sector.
Modaraba sector has decided to oppose the proposed amendment in the Income Tax Ordinance, 2001 as it
will disturb the services and development of the sector without any improvement in the revenue collection.The
profitability of the Modaraba for FY-2021 and onwards will largely depend on the government’s decision
regarding tax exemption and effective date of its implementation.
.
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